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Office of General Counsgl
Federal Election‘Commission
999 E Street, N.W.
Washington, D.C.-20463

InRe: Complaint No.: MUR #6576
Gentlemen:

Recelpt is hereby acknowledged as of May 26, 2012, of the Notification of Complaint filed with
the Federal Election Commission by Scott W. Paradise, Campaign Manager for Rick W. Allen for
Conigress, dated May 12, 2012 (the “Allen Campaign”). Violation #2 of the COmgiaint:ﬂl_ed- by the Allen
Campaign alleges that {I) the McLeod for Congress Campaign {the “McLeod Campalgn”) Is using.more
than 1,034 square feet of space, (li) the average rent price for-comparable office space in the same area
of Augusta is approximately $11.54 per square foot per year, and so-the fair market value of the subject
6,674 square fout bullding is more than $6,000 per month, ard (iil} based on information availsble in
public records, the bullding is owrwd by a limited llability company. |understand the disclosura filed by
the McLeod Campaign Ests. the area of tite building baing osed as 1,034 square fegt and the.abated
license fea/cantribiution in kind as $250 pen month from each of the four ewners far a total of $1,160
permenth. .

This response is filed in response to allegations that my partners and | provided the M¢Leod

‘Campdign with lease space at less than falr market,value. For the réasonis set forth-bélow, this

allegation is false and is based upon a misunderstanding of the nature of the space leased. The Mcleod
Campaign is paying full market value for the space it is leasing. | was the individual who made the
decision to lease the $pace in question-and | was the individudl who concluded that the lease paid by the
McLeod Carmpaign for unoccupied, and at the time, irihabitabile space was at fair market value and ih the
interest of our campeny as fandlord in the ourrent ecenamic-envitenment. The decisian te lease i
space In questian to the Mcleod Campalgn was NOT made in an effort to provide the McLand Campaign
with unautherized support. lronically, ! had been {(until now at least) a supporter of the Allen-Campaign.
The McLeod Campalgn currently pays fair market value-for the space it is occupying.

Please be advised of the following pertinént facts regarding the subject office building;;

1 The premises known as 3632 Wheeler Road, Augusta, Georgia, consist of approximately
7,000-square feet. of professional office space formerly utilized as law offices (approximately
3,500 square feet) and offices for-a real estate development company (balance of space).
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The. building Is owned by four-tenants in common — James ‘M. Hull, Barry L..Storey Family
Investments, LLLP (Barry L. Storey is the president of the géneral partner entity and is
entitled to receive all rents from its assets), Bernard S. Dunstan and the J.R. Dunstan Famlly
Limited Liability Company as.successor to J. Richard Dunstan (Margaret Dunstan is the
widow of Richard Dunstan and is the mernber manager of the limited liabllity company aid
is entitled'ta receive all rents from its assets).. The building Is not owned by a single limited
llability company as alleged, and the Richmond County Tax Assessor’s GIS website lists the
book and page for all of the deeui related to the groperty sinice it acquisition in 1991 from
State Farm. A screan shot of ihe Ricbrnond County Tax Assessor’s web page is attached.
Upon inquiry by Wright MclLeod, { propased 1o the other owners a lease of a pertion of the
subject property to the McLeod Campaign. The McLeod Campaign would accupy the facility
on an “as Is” - “where is” basis. The subject property has heen vacant for a number of years
and is currently in poor condition. The owneis have been actively marketing the property
for rental for more than four years without success. There is a large excess of rental
property avallable in this-area of Wheeler Road in Augustd, Georgia. '

The McLeod Campaign must have reportedl that they are using 1,034 square feet of the
building, because the Alian complalint alleges that they are using more than. 1,034 square
feet. | have no knowledge that the McLeod Campalgn s using any more than 1,034 square
feet of the building. The bailding is dividad into savecaf distinct oreas, has three separatn
and digtinct extarior eatrences and it:wot and it-would. be vgg! easy to E g_o_n y a’ pnrtion of thg
building. The Allen complaint presented no evidence that the Mcleod Campaign was using
more than 1,034 square feet, and | would have to assume that In fact the McLeod Campaign
Is using only 1,034 square feet of the building.

The bullding on the subject property was experiencing roof, HVAC, and flooring problems.
requiring atténtion and repalr. The McLeod Campaign indlicated théy would only be using a
portion af tha property but were willing to make the needed répairs and pay ail utilities.
This obviously would reduce the owners’ out-of-pocket cost for the utilities and repiairs. The
Mcleod Campaign pays tive oparating costs of the entira building (net just the partiae of the
building occupied by the McLeas Campaign) except for tha'annual expanses of ad valorem
taxes and insurance.

Having dealt with many empty facilities over a 35-year real estate career, | reasoned that
having a tenant occupy the subject Luilding would not only arrest the on-going.physical
decline of the buliding due to the roof, HVAC, and other repairs necessary for the McLeod
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Campaign to actually occupy the building, but the McLeod Campaigi’s occupancy would
stem the psychological stigria that is attached to a buiilding with a long history of vacancy.

With respect to the value of the building, the evidence presented in the Allen complaintis of
such little worth it could not lead to a conclusion of value. The Allen complainant presented
two advertisements for office space as his evidence. One advertisement is for a 3,500
square fout portion of & “Claus B” bulrding with an aanual gross rental (taxes, insurance,
garbage are included) “asking” rental amount of $10.99 per aquare foot por year: The other
advertisement is @ nevrly renovated portion of a “Class A” building with an anounl “gsking”
rental amount of $12.00 per sqtiare foct per year. The subject property is neither a “Class A”
nor a “Class B office bullding, it has not been remodeléd and itis not comparable. Further,
the advertisers’ “asking” rents are no evidence of the actual signed lease rental rates for
similar buildings In the area. Nonetheless, from these two advertisements, the Allen
complainant has concluded and reported to the FEC that'the average fair market rental in
the area is $11.49 per square foot per'year, and the falr market rental of the entire 8,674
square foot buliding Is mere than $6,000 per month. A quick review of Loop:Net (an online
comraercial muitt listing setvice) reHects “asking” rental amount for three office facilities
located nearby the subject of $8.00 psf per year; $8.00 psf per year and $8.00 psf per year
respectively. Copies of the i.oop Hef listings (including photographs) for nearby feeilities are
attached to this Response.

My pateners ardd | own, operate and are actively engaging in the leasiag of rmore than 12.5
millten square feet of retail/office/service real estate, and we do not “give away” 6ur
propsrty. The subject lease was an arm’s length transaction which | determined to be In the
landlord’s best economic interest. | am a trained.real estate appraiser (see Curriculum Vitae
attached), and I'have actively practiced fee appraisal activitles on the land and buiidings we
own ant have contemplated for acquisition for more than 35 years. | have been qualified on
numeérouc 0tcasions as an sxeert witiess to render fny opiloion of value of real éstate in
courts-in Nocth Carslirm, South Carotine and Georgia.

An Investigation of the market rent of the subject property does net start with a Loop Net
listing of the price nearby property owners would fike to receive in rent for their buildings.
The first step Is to-understand the nature of the building. The subjéct bullding was originally
built'and used as & State Farm Claims Center. It had two pull‘through garages so the claims
adjuster could examine the cars inside the building. After acquiring the: building, the
ownership group remodeled pars of the building at different times for occupancy by the
real state eperating firm owned by Barry Storey and me, and for occupancy by Barney and
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Richard Dunstan’s law firm. The subject bullding was never built or intended for office-space
as we configured it, In the period during which my firm occupled the building, the-number:of
employees occupying the building Increased arid; as a result, we:divided and redivided
spaces to:create more but-smaller offices wherever:we ¢ould. We even.converted a former
mop sink closet into an office. For a variety of reasons including the foregoing, the subject
building suffers from significant and material functional-obsolescence (due to it-belng-
“chopped up” and not suitable to a wide variety-of uses [e.g.: odd sized spaces with no
scheroe or-usubility for many types of prospectivo tenants or users]). Buildings that sutfer
from fanctionel absolescence ore often termed snd theught af as second.-generation space.

The cost to reconfigure the bullding for a typical office arrangement.is probably. higher than
the cost to raze and replace the buildiig: Dué to the current condition and configuration of
the building, it would ba considared “fourth generation” space, and as such, it has not
attracted a tenant or user for over five years despite being actively marketed by.my firm.

A similar bullding (a pictune and aerial visw of:the building are a¥tached) locatod a block up
Whoatar Roed frem tha subject buiiing was demolished in the last month, and tha land is:
being redeveloped for-the construction of a McDonald’s restaurant. The fact that a similar
office building one block away was torn dowh rather than continued In use as an office
building Is e solid iodfnetioa thit this type of building does not inherently refiact or ohid
much to the underlying value of the land. Dus to the unusual fi:nctional ohsolascence of the
subject building and adhering to the real estate appri,sal principle of “consistent use”, the
subject building is viewed as contributing little to the market value of the suhject property
and, in fact, should properly be viewed as a negative value equal to the cost.of demolition.

The tocal tax assessor valoed the subjact preparty’s band at $270,504 and the subjest
building at $311,637 for a totii estimate of mariwat valne of $582,141, Thé ownaeishia group
asserterl that the tax assessor over-valued the subject property and has filed appeals of the
tax assessor’s value in each of the last three years. Even if the tax assessor’s valuation was
stipolatied for argument pitposes anc there was no consideration or deduction from the
assessor’s valne for unusual functinnal nbaolecoente, a reasonahle investment retotn on
that value would be six percent (6%) per annum. or an arinual rental of $34,926 for tha
entire.building. The land Is in a gond lacation, and as happened with tiie nearby McDonald’s
location, there Is a chance that a user will want the land for redeveloprnerit at a price
acceptable to the landlord to sell the property and be done with it. To retain'the option to
sell or to redevelop the subject property or to lease it if @ bona fide tenant surfaces, this
landiord requires in the instant lease the ongoing right to terminate the lease on 60 days’
notice. Given the repairs.required to the building and the landlord’s requirement that it
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maintain the ongoing right to terminate the lease with notice to the tenant, the landlord
would not expect a six percent per annum ieturn as rent on this building. it would be
appropriate.and reasonable to adjust downward the optimum $34,928 annual rental for the
entire building by a 50% factor in consideration of the termination right reserved by the
landlord and the unusual functional obsolescence and existing deferred maintenance of the
subject building resultihg in an indicated fair- market rental for the entlre building undex a
best case scenario [i.e.: finding an interested tenant of Buyar within a reasorable three
month marketing period when the property iias sat vacant for over fivayears while belng
actively marketed ity & firm that oparates over''12.5 millian 3guare feet of cammercial
buildings) of $17,464 per annum. However and asdiscussed above, the McLend Campdign
only uses approximately 15% of thé.space. Adjusting the falr maritet annual rental of
$17,464 for the entire building by the 15% of the space being used results in an Indicated
annual fair market rental of $2,619 or $218 per month from the McLeod Campaign for the
space It uses.

It is difficult to obtain from market comparables of salés a "paiied sales” metric (e.g.:
comparing similar properties, one having a landlord termination fight and the other hot
having.a termination right) to empirically- demonstrate the impact on market rent.of the
landiord reserving a termination right. However, using comnidyy sénse, one lmowsint(iltive_.ly
that having the unfettered right tg terminate is:of graat benefit to the: laridiord and:of
corresponding detrirhént 1o the tenant (and wauld redtice the markot rental obtainnhle) If
the iease previdas the landierd can contiriue to-market its prapérty for sale orlease diiring

‘the pendency of the “lease” and, at any time and from time to time, |f-a hetter offer comes

along, kick out the tenant and terminate the lease without ramification. This
benefit/detriment: must be reflected by a significant downward adjustment in any
calculation of "market rent”.

For those reasons, ampng others, | bnliaved that it was in the ownerehip group’s hest
economiic interest to trade a partial occupancy of the building to the McLead Campalgn in
exchange for the McLeod Campaign making, at its sole cost, improvements to the building,
paying utilities, and occupying same.

| concluded that the consideratian for the lease paid by the McLeod Campaign tothe
Landlord of making repairs, paying operating costs, and actually occupying the facility wasa
“market” consideration or rental for the space the McLeod Campaign was receiving. The
Mcleod Campaign was taking all the risk of another tenant’s interest surfacing in the
building resulting in the McLeod Campaign’s occupancy being terminated AFTER the McLeod
Campaign expended its funds and “sweat equity” to make the subject bullding habitable.
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9. My firm has used this same technique with retall teriants located in our shopping centers

many times.in the past. It is common In today's real estate world where there is-a
significant overhang of vacant bulldings to covet "occupancy” and for landlords to pursue
low initial rental to achieve the greater goal of demonstrating the viability of this type of

property.

Please call me at ‘to discuss or let me know any questions you have about the valuation,
of the property, and thank you for your help..




